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As you know, Section 623 (i) of the 1992 Cable Act II requ ires
that the Commission develop and prescribe cable rate regulations
that reduce the administrative burdens and cost of compliance for
cable systems that have 1,000 or fewer subscribers. 1I The purpose
of this section is to protect small system operators whose narrow
profit margins do not permit large legal or accounting expenses. It
is my hope that in implementing the Cable Act the Commission will be
sensitive to the needs of these small s¥stem operators and follow the
letter and the spirit of Section 623 (i).

Warmest regards,
\

Nancy Landon Kassebaum
United States Senator
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July 13, 1993

Delivered by Hand

'!he Hooorable Janes H. Quello
C1airman
Federal carmunications CaIrnission
1919 M Street, N.W., Rcan 802
washington, D.C. 20554

Re: l+f Docket lb. 92-266
MM Docket lb. 92-263

Dear Chairman Q.lello:

Following up your statements regarding the plight of small cable
q;>erators in canplying with the 1992 cable Act (lithe Act"), we write to urge
the Commission to take actions to alleviate unnecessary burdens on these
q;>erators. we believe, based up:::xl extensive consultations with our rrenbers,
that failing to act will seriously impede the ability of small cable systems
to provide quality service to subscribers.

The COTmission reoognizes that section 623( i) of the Act "requires that
the CCrnnission develop and prescribe cable rate regulations that reduce the
administrative burdens arrl cost of c~liance for cable systans that have
1,000 or fewer subscribers." f.t)reover, the p.lblic interest standard
authorizes exceptions to the general rule where justified. we aIlllaud your
PJblic ccmni. tment to work to alleviate small system burdens. we urge the
Comnission:

'IO permit small oeerators to justify their current rates based on
a sirrplified net lncane analysis. A simple a:nparison of total
systen revenues to operating expenses, depreciation and interest
expenses for sane specified prior period would demonstrate whether
the systen' s current rates require any further examination. A net
ina:::m: analysis v,ould be much sirrpler to calculate and aIllly than
the benchnark approach.

'IO permit small c:perators to increase rates to the benchmark cap.
'!he Ccmnission has foum that rates at or below the national cap
are "reasonable. It By affording small operators presently charging
rates below the cap the q;>tion to increase rates to the cap, these
systems will retain the flexibility needed to generate necessary
capital.

To authorize SHall operators to base rates on the bundling of
service and equipnent charges. '!he requirenent that operators
"back out" equipn:!nt costs based on "actual oost It fran the
benchmark rates is a particularly onerous procedural requirement.
The Ccmnission soould adopt a rrechanism that does rot force snall
operators to engage in these calculations.
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'lb allaH snall 0 rators to ss-throu rebuild costs. small
operators are generally locat Jll rural areas. CD'1gress and the
CCmnission have long advocated special regulatory treatment to
make state-of-th~art o:mnunications technology available to rural
areas. Permitting snall operators to pass-through rebuild costs
will increase the d1ances that rural subscribers prarptly gain the
benefits of state-of-the-art technology.

'lb clarify that the o..1staner service ree;trenents that do not
require small operators maintain loeal 0 fices in each service
area camunity. The lccal office rule will prOlJe exceptionally
onerous for many small operators. Under the rule, a system
serving several cx:mnunities of perhaps 100 subscribers would be
obligated to bear the oosts of local offices in each carmmity.
Any benefits would be clearly outweighed by the oosts.

'lb camence a rulemaki addressin snall s stem r ator
ooncerns. The camu.ss~on shall canprehensively exarm.ne, ~n a
separate proceeding, the irrpact of its regulations on snall
operators. '!his rulanaking should identify regulations which,
when awlied to small operators, are preswtptively fOOre harmful
than beneficial. It should also discuss alternatives to benchmark
regulations for small systems such as system profitability or
level of net incane. 9na.l1 operators should be permitted to seek
waivers of the identified regulations, with the bJrden placed on
these who favor application of these regulations to the small
operators.

We believe that taking these steps will enable small operators to serve
their subscribers efficiently, while simultaneously maintaining the Act I S
oonsumer protect ions .

We have filed a copy of this letter with the Secretary for inclusion in
the appropriate dockets.

;&d/rJ~~
David D. Kinley JJ9 .
Small cable Business Association

~!O~9'
Ccmnunity Antenna l:ieVigf-. Association

0::: The Honorable Andrew C. Bal."'rett
The Honorable Ervin S. DJ99an

Sincerely/\ /'J
/ . J/./~

~~.I ;';V)£.
Michael r Jl~ .

::Zl:t~
Natiofial cable Televlsion

Association


